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MODEL C. 


Pursuant to instructions of the council of 
the American Institute of Accountants, the 
committee on state legislation has prepared 
a model accountancy bill which may be 
offered as an aid to persons who are or will 
be concerned in the construction of proposed 


P. A. BILL 


accountancy legislation. This model bill 
has been submitted to counsel and revised in 
accordance with its opinion. The executive 
committee of the Institute has considered 
the finaldraft and has authorized its publica- 
tion. The text of the model bill is as follows: 


Section 1. This act may be cited as the “ Public 
Accountancy Act.” 
Sec. 2. When used in this act the term “ public 


accountant’’ means a person skilled in the science 
and practice of accountancy who holds himself out 
to the public as a practising accountant for com- 
pensation, who maintains an office for the transac- 
tion of such practice and whose time during the regu- 
lar business hours of the day is devoted to such prac- 
tice, and the term “certified public accountant” 
means a person who has received from the board of 
accountancy hereinafter created a certificate of his 
qualifications to practise as a public accountant. 
Sec. 3. There is hereby created a board of ac- 
countancy in and for the state of ________—to 
consist of three (or five) members to be appointed 
by the governor of this state (or by the regents or 
other duly constituted authorities of the principal 
state university) who with the exception of the mem- 
bers first to be appointed shall be the holders of cer- 
tificates issued under the provisions of this act. The 
members of the board first to be appointed shall be 
skilled in the knowledge, science and practice of 
accounting and shall have been actively engaged as 
public accountants within the state of _.._~_=>___ 
for a period of at least three years before their ap- 
pointment (or if there is already an accountancy law 
the new statute should provide that they shall hold 
certificates issued under the existing statute) and 
shall hold office, one for one year, one (or two) for 
two years, and one (or two) for three years and until 
their successors are appointed and qualified, the 
term of each to be designated by the governor (or 
other appointing power) in each appointment. 
Their successors shall be appointed for terms of 
three years from the dates as aforesaid and until 
their successors are appointed and qualified. No 
person shall be appointed to serve more than two 
consecutive terms. Vacancies occurring in the board 
may be filled by the governor (or other appointing 
power) by appointment for the unexpired term. 
The governor (or other appointing power) may, 


after hearing, remove any member of the board for 
neglect of duty or other just cause. The board shall 
organize by the election of a president and a secre- 
tary and treasurer and may make all rules and 
regulations necessary to carry into effect the purposes 
of this act. A majority of members acting as a 
board shall constitute a quorum for the transaction 
of business. The board shall have a seal which 
shall be judicially noticed. The board shall keep a 
record of all the proceedings and actions by and 
before the board, and in any proceeding in court a 
certificate under the seal of the board shall be prima 
facie evidence of any proceeding or action by or 
before the board stated in said certificate. 
Sec. 4. The certificate of ‘certified public ac- 
countant” shall be granted by the board to any 
person who is (a) a citizen of the United States or 
who has duly declared his or her intention of becom- 
ing such citizen, and who is a resident of the state of 
_ or has a place of business or is em- 
ployed therein at the time of his application, and 
(b) who is over the age of twenty-one years, and (c) 
who is of good moral character, and (d) who is a 
graduate of a high school with a four years’ course 
or has had an equivalent education, or who, in the 
opinion of the board, has had sufficient commercial 
experience in accounting so that in the judgment of 
the board the requirement of a four-year high-school 
course or equivalent education may be waived, and 
(e) who shall have continuously for at least two 
years immediately preceding the date of his applica- 
tion been engaged in practice as a public accountant 
or have been in the employ of a practising public 
accountant or have been part of such time in such 
practice and part of such time in such employ, and 
(f) who shall have successfuily passed examinations 
in the theory and practice of general accounting, in 
auditing, in commercial law as affecting account- 
ancy and in such other related subjects as the 
board may deem advisable. This section is sub- 
ject to the exceptions contained in section 6 of this 
act. 
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Sec. 5. All examinations provided for herein 
shall be conducted by the board. The examinations 
shall take place as often as may be necessary in the 
opinion of the board but not less frequently than 
once each year. The time and place of holding ex- 
amination shall be duly advertised for not less than 
three days in one daily newspaper published in the 
state of beginning not less than 
thirty days prior to the date of each examination. 
A candidate who shall have passed a satisfactory 
examination in all but one of the subjects given by 
the board for examination may be re-examined in 
that subject only, at subsequent examinations held 
by the board, and if he passes in that subject he 
shall be considered to have passed the examination. 
Nothing in this law shall be construed as prohibiting 
the re-examination in all subjects of a candidate 
who has failed in a prior examination. 

Sec The board of accountancy shall upon 
application issue a certificate as “certified public 
accountant’’ to any person lawfully holding a cer- 
tificate of “certified public accountant” duly issued 
under the act of 
(The foregoing provision should be inserted wher 
the new statute is passed in a state which al- 
ready has a certified public accountant statute. 
It should be omitted where the present statute is the 
first of its kind.) The board of accountancy may in 
its discretion waive the examination provided by 
section 4 (f) of this act, and may issue a certificate 
as ‘certified public accountant”’ to any person pos- 
sessing the other qualifications mentioned in section 
4 of this act who is the holder of a certificate as 
certified public accountant issued under the laws 
of any state or territory, provided the requirements 
for such certificate in the state or territory which has 

anted it to the applicant are in the opinion of the 
some equivalent to those herein required; or who 
is the holder of a certificate as ‘certified public 
accountant” or the equivalent thereof issued in 
any foreign country, provided the requirements for 
such certificates are in the opinion of the board 
equivalent to those herein required. 

Sec. 7. The board of accountancy by majority 
vote thereof shall permanently revoke or temporarily 
suspend the effect of a certificate of any certified 

ublic accountant who has been convicted of a 
cies by the courts of this state, or has been guilty 
of any fraud or deceit in obtaining such certificate, 
or who has been guilty of negligence or wrongful 
conduct in the practice of professional accountancy. 
The board may promulgate and may amend from 
time to time canons of professional ethics and may 
temporarily suspend for a period not exceeding two 
years the effect of the certificate of any certified 
public accountant who violates such canons of 
professional ethics, this power of suspension being in 
addition to and not in limitation of the power to 
revoke or suspend heretofore provided in this sec- 
tion. Notice of the cause for such contemplated 
action and the date of hearing thereon by the board 
shall be mailed to the holder of such certificate at 
his or her registered address at least twenty days 
before said hearing. No certificate issued under this 
act shall be revoked or the effect thereof suspended 
until the board shall have had such hearing, but the 
non-appearance of the holder of any certificate 
after notice as herein provided shall not prevent such 
hearing. At all such hearings the attorney general 
of the state of (or similar officer) or one 
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of his assistants designated by him shall appear and 
represent the interests of the public. By majority 
vote the board may re-issue the certificate of an 
certified public accountant whose certificate shall 
have been revoked and may modify the effect of the 
suspension of any certificate which has been sus- 
nded. Any person not a citizen of the United 
tates when he or she receives a certificate issued 
under this act shall have such certificate revoked 
unless within six years from the receipt thereof he 
or she shall become a citizen of the United States. 
Sec. 8. The board of accountancy shall charge 
for the examinations together with certificates to 
successful applicants provided for in this act the fee 
of $25. This fee shall be payable by the applicant 
at the time of making his or her initial application. 
Should the applicant fail to pass the required exami- 
nation, re-examination or subsequent examinations 
will be given the same applicant for an additional 
fee of $10 for each examination. From the fees col- 
lected under this act the board shall pay all expenses 
incident to the examinations, the expenses of issuing 
certificates and traveling expenses of the members 
of the board while performing their duties under 
this act, and if any surplus remain on the 30th day 
of June (or whatever date is the end of the fiscal 
year of the state) of each year this shall be paid into 
the treasury of the state to the extent that such 
surplus exceeds $___________ which may be re- 
tained by the board of accountancy as a working 
fund, provided that no expenses incurred under this 
act shall be a charge against the funds of the state 
of The board shall annually report 
the number of certificates issued and the receipts and 
expenses under this act during each fiscal year to 
the governor of the state of (rr: ‘too 
whomever is named as the appointing power). 
c. 9. If any person shall represent himself or 
herself to the public as having received a certificate 
as provided for in this act, or shall assume to practise 
as a certified public accountant without having 
received such certificate, or if any person having 
received such certificate shall thereafter lose the 
same by revocation or have the effect of the same 
suspended as provided for in this act and shall con- 
tinue to practise as a certified public accountant, or 
if any person shall use such title, or the abbreviation 
“C. P. A.,” or any other words, letters or abbrevia- 
tions tending to indicate that such person is a 
certified public accountant without having received 
such certificate or if such certificate has been revoked 
or suspended such person shall be deemed guilty of a 
misdemeanor, and upon conviction thereof shall be 
punished by a fine not exceeding $500 or by impris- 
onment not exceeding six months or by both fine 
and imprisonment in the discretion of the court, 
provided that the provisions of this section shall not 
affect persons holding certificates under the act of 
____________ for a period of one year after the ap- 
proval of this act. (r his proviso should be omitted 
where there is no existing accountancy law. It is 
to enable holders of existing certificates to get new 


ones.) 

Sec. 10. If any person acting in the capacity of 
an accountant shall wilfully oe any false or mis- 
leading statement in writing in regard to any finan- 
cial transaction or account, such person shall be 
deemed guilty of a misdemeanor and upon conviction 
thereof shall be punished by a fine not exceeding 
$500 or by imprisonment not exceeding six months 
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or by both fine and imprisonment in the discretion 
of the court. 

Sec. 11. Nothing contained in this act shall pre- 
vent the use in professional accounting practice of 
a firm name or partnership name, provided that the 
partners or managers of such firm or partnership 
directly engaged in the conduct of such practice 
within this state shall hold certificates issued under 
this act, and nothing contained in this act shall 
prevent the employment of uncertified persons in 
subordinate capacities by a certified public account- 
ant or by a firm or partnership the resident partners 
or managers of which are certified public ac- 
countants. 

Sec. 12. All statements, records, schedules and 
memoranda made by a certified public accountant 
or by an employee or employees of a certified 
public accountant incident to or in the course of pro- 
fessional service to clients by such certified public 
accountant except reports submitted by a certified 
public accountant to a client shall be and remain the 
property of such certified public accountant, in the 
absence of an express agreement between the certi- 
fied public accountant and the client to the contrary, 

Sec. 13. In the courts of the state of 


no certified public accountant shall be permitted 
to disclose information of which he or she may 
have become possessed in the conduct of any ex- 
amination, audit or other investigation which he 
or she may have made in a professional capacity, or 
which may have been disclosed to such certified 
public accountant by a client thereof, without the 
consent in writing of such client or his, her or its 
successors or legal representatives. 

Sec. 14. If any provision of this act or the appli- 
cation thereof to any person or circumstances is 
held invalid, the remainder of the act and the appli- 
cation of such provision to other persons or circum- 
stances shall not be affected thereby. 

Sec. 15. (Provide for repeal of previous acts or 
parts of acts in conflict with this act. This section 
must be drawn with the greatest care in every case, 
so that if there is an existing accountancy act 
proceedings had under it or proceedings in process 
will not be invalidated.) 

Sec. 16. (This section should provide for the time 
and manner of taking effect of the act and must 
also be prepared carefully if there is a former act 
so that there will be no intervening period when 
there is no accountancy act.) 


Institute Year-book 


The 1926 year-book of the Institute was 
placed in the mails December 30, 1926. 
Any member or associate who has not re- 
ceived a copy should notify the Institute 
offices to that effect. Additional copies are 
available at a price of $1.65 each. 

In the alphabetical and geographical lists 
of members, the asterisk indicating posses- 
sion of a C.P.A. certificate was erroneously 
omitted before the nameof S. Herbert Wolfe. 
Mr. Wolfe is a certified public accountant 
of Indiana. 

Members are requested to report errors 
occurring in the year-book so that the rec- 
ords may be corrected accordingly. 


American Association of University 
Instructors in Accounting 


The eleventh annual meeting of the 
American Association of University In- 
structors in Accounting was held at St. 
Louis, Missouri, December 28 and 29, 1926. 
The complete programme of the meeting 
was published in the Bulletin for De- 
cember 15th. 

The election of officers resulted as follows: 
president, Professor William S. Krebs of 
Washington University, and vice-president 
for three years, Professor A. H. Rosen- 
kampff of New York University. Professor 
Howard C. Greer of Ohio State Univer- 
sity was re-elected secretary-treasurer. 
Professors J. Hugh Jackson and David 


Himmelblau retained their offices as vice- 
presidents for one and two years respec- 
tively. 

Among the various sessions of the con- 
vention one of the most important to those 
in attendance was that held on Tuesday 
afternoon, December 28th, at which the 
general topic was ‘‘The teaching of ac- 
counting—its purposes and methods.”’ The 
subject was approached from various 
angles. 

The paper presented by Professor Smails 
of Queens University on ‘‘Some aspects of 
depreciation and depletion,’’ and the ad- 
dress of Professor Taylor of the University 
of North Dakota on ‘‘Some aspects of 
public utility income and expenses’”’ elicited 
particular interest and provoked some 
interesting discussion. 

The various papers read at the meeting 
will be published in full in The Accounting 
Review, the official organ of the association. 


Mexican Accountants Entertained 


Sefior Luis Montes de Oca, general 
controller of fiscal accounts of the republic 
of Mexico and president of the Institute of 
Titled Public Accountants of Mexico, was 
the guest of honor at a luncheon given at 
the Bankers club, New York, December 
21st, by William H. West, president of the 
American Institute of Accountants. Sefior 
F. D. Barroso, a public accountant of 
Mexico City who was accompanying Sefior 
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de Oca during his trip in this country, was 
also a guest at the luncheon. The Mexican 
controller said that his government was 
keenly interested in the accounting methods 
employed by the United States govern- 
ment and that an object of his visit here 
was to observe American methods which 
might be adapted to the administration of 
Mexican fiscal affairs. 

The American accountants who were 
present at the luncheon, in addition to 
Mr. West, are Joseph J. Klein, president 
of the New York State Society of Certified 
Public Accountants; Arthur W. Teele, 
Vivian Harcourt, John B. Niven, Homer S. 
Pace, Charles S. Ludlam, William B. 
Campbell and John Flint. 


Accountants in Arbitration 


J. Pryse Goodwin, chairman of the ac- 
countants’ committee of the American 
Arbitration Association, has issued under 
date of December 20th, the regular report 
of the activities of his committee for the 
month of November, 1926. An account of 
the accomplishments of accountants in 
arbitration previous to November has been 
given in past issues of the Bulletin. The 
present report dwells chiefly on the pub- 
licity for arbitration obtained in account- 
ants’ publications and on addresses which 
have been or will be given on arbitration 
before meetings of accountancy organi- 
zations. Particular mention is made of 
the endorsement of a programme on 
arbitration for a meeting of the Connecticut 
Society of Certified Public Accountants, 
and of preparations which had been made 
for a discussion of arbitration at a meeting 
of the Society of Certified Public Account- 
ants of the State of New Jersey, December 
14th. Subsequently, when these meetings 
were held, both societies approved the 
principle of arbitration and voted to 
coéperate with the American Arbitration 
Association for its advancement. 

Mr. Goodwin's report also mentions 
several pamphlets which have been spe- 
cially printed by the American Arbitration 
Association for distribution among ac- 
countants, as follows: Reprint of a speech 
by the Hon. Moses H. Grossman on “ Ar- 
bitration and business efficiency’’; a special 
edition of information bulletin No. 5 of the 
association; form of application for pro- 
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fessional membership, and a leaflet called 
“‘Business is learning to arbitrate.” 

In the special accountants’ edition of the 
association’s bulletin referred to, Lucius R. 
Eastman, chairman of the association, 
gives specific suggestions as to how ac- 
countants who are interested in the cause 
of arbitration may enlist themselves in its 
support and actively engage in the pro- 
mulgation of its principles. 


Annual Meeting in 1927 


Attendance at the eleventh annual meet- 
ing of the American Institute of Account- 
ants at Del Monte, California, next 
September will offer an opportunity of visit- 
ing many places of interest and beauty on 
the route to the western coast. In the De- 
cember Bulletin a description of St. Paul 
and Minneapolis was given for the infor- 
mation of accountants who expect to attend 
the Del Monte meeting. 

Minnesota’s ten thousand lakes are also 
noteworthy scenic attractions. They may 
be seen from the train windows surrounded 
by rolling prairies or by magnificent forests. 
Minnesota is noted for its many wonderful 
resorts. Everywhere in the state, in the 
woods and in the cities, there are accom- 
modations and conveniences for the traveler. 
The farms are fertile and prosperous, and 
the rural residences now contain most of 
the conveniences of city life. Institute 
members who plan to attend the meeting 
in September may: easily include the ‘‘land 
of ten thousand lakes”’ in their itinerary. 

This article is based on information 
supplied by the Northern Pacific Railway. 


Report on Convention of American 
Mining Congress 


As announced in the December issue of 
the Bulletin, the American Institute of 
Accountants was, by invitation of the 
American Mining Congress, represented 
at the annual convention of that organi- 
zation at Washington, D. C., December 
7th to 10th inclusive. The Institute’s 
representatives were T. H. Sterling, Henry 
B. Fernald and Walter A. Staub, all of New 
York. Mr. Sterling has rendered a com- 
plete report of the proceedings in which he 
expresses his pleasure at having been able 
to attend the sessions and his sincere ad- 
miration for the work and attitude of the 
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Mining Congress in its attempts to solve 
the practical operating, economic and 
financial problems of the mining industry. 
He says that if the keynote of the entire 
meeting were to be reviewed in a single 
phrase it might be “progress through 
efficiency and coéperation.”’ 

Mr. Sterling mentions in his report the 
parts of the discussion which attracted 
his interest as a public accountant, 
referring particularly to the emphasis 
which was laid on efficiency, which, it was 
pointed out, reaches beyond individual 
operating efficiency and includes group 
efficiency, stabilization of conditions and 
standardization of products and methods. 

The report proceeds to discuss the ele- 
ment of codperation, as brought out at the 
convention by several prominent speakers, 
and mentions the opportunity for service 
by public accountants in this field. Mr. 
Sterling says: 


“While each of these men dealt with codperation 
from a different angle, this only emphasized the fact 
that codperation means not alone codperation of 
small groups within a unit, or within a branch of 
any industry, but codperation between all industries, 
the necessity for which is becoming more pro- 
nounced with the advance of civilization and the 
increase in international relations, and it includes 
within this scope, codperation between production 
and distribution and marketing, between the busi- 
ness world and the government and between inter- 
national governments and agencies. 

“The breadth of this field of codperation particu- 
larly points to the tremendous opportunity which 
accountants individually and collectively have in 
being able to lend aid to industry in matters of 
economics, finances, efficiency of processes, methods, 
cost finding and general management; in the proper 
understanding of such complicated subjects as 
depletion, etc., taxation laws, administration of tax 
laws, the larger view of operating results and their 
significant interpretation of figures and accounts.” 


Of special interest in the proceedings was 
the discussion related to taxation, as Mr. 
Sterling indicates in the following excerpt 
from his report: 


“One day of the session was devoted to considera- 
tion of tax matters, tax laws and their administra- 
tion. In this great interest was shown and to the 
programme two of the members of the American 
Institute of Accountants contributed valuable and 
interesting papers. One of the clearest and soundest 
suggestions which appealed to the Mining Congress 
as not only practical, but one likely to have most 
far-reaching effects, was made by Mr. McKinley 
W. Kriegh. He enunciated, in effect if not in so 
many words, the theory that tax laws should deal 
with principles and not with details of administra- 
tion. He pointed out that the federal income-tax 
system is essentially one of self-assessment and went 


on to state that the law should be shorn of confusing, 
complicated and technical provisions to the end 
that the next act passed should make really possible 
an accurate self-assessment by thetaxpayer. ‘There 
is no reason,’ said Mr. Kriegh, ‘why returns should 
be checked and re-checked; audited and re-audited 
and reviewed over and over again unless the system 
is faulty at source.’”’ 


The report comments on the papers read 
by Messrs. Staub and Fernald as follows: 


“Mr. Walter A. Staub offered a particularly 
interesting paper on ‘ Waivers, credits and refunds’ 
and pointed out the great inequity of the practice 
of nullifying the statute of limitations through 
waivers, so that the government might make addi- 
tional assessments while no similar provision for 
extending the time set by the statute was made so 
that the taxpayer might have the corresponding 
privilege in respect to claims for refund. 

“Mr. H. B. Fernald spoke on ‘ Discrimination 
against corporations under present income-tax 
rates.’ Much valuable detail and data were con- 
tained in the paper illustrative of the discrimination 
which Mr. Fernald claimed existed. After tracing 
the history of the tax on corporations through the 
various acts, he pointed out that in effect it had the 
nature of a tax paid at the source and suggested 
that some way might be devised whereby the tax 
paid by the corporation on amounts distributed to 
stockholders in form of dividend might be deducted 
in some manner along the lines of the provision al- 
ready existing for the deduction of other taxes 
paid at the source.” 


Mr. Fernald himself, in a letter related 
to the tax discussions at the convention, 
emphasizes remedies for existing faults 
mentioned in papers by L. R. Gottlieb and 
A. G. Mackenzie, as follows: 


“Mr. Gottlieb, after presenting his charts and facts 
as to the great increase in state and local taxes, 
urged as one of the best remedies which had been 
found for the situation the so-called Indiana plan of 
a state board with power to approve, modify or 
veto proposed expenditures for improvements for 
which funds were to be raised by bond issues. He 
cited the opposition to this plan as a violation of the 
home-rule principle in local affairs, and stated that 
the actual good which had been accomplished under 
such a plan justified it and that the conditions which 
had existed, and in many places did exist, in the 
absence of such a plan required that something of 
this kind should be done even at the expense of the 
home-rule principle. 

“ Mr. Mackenzie of Utah presented the work which 
had been done by the taxpayers’ association in Utah 
and told how these results had been accomplished 
through bringing together into this association all 
classes of taxpayers so that it would fairly represent 
the farming, business, mining and other interests of 
the state. He pointed out that this association 
not merely gives its attention to state matters but 
also, through its local representatives, gives con- 
sideration to questions of local taxation and finance 
with equally successful results. 

“The codieaiby different nature of these respective 


remedies is strongly contrasted by having them thus 
presented side by side.” 

A limited edition of the various papers 
presented at this convention will be pub- 
lished, in a special volume at a nominal 
price. It has been suggested that account- 
ants who may be interested in obtaining 
copies of the addresses for their files com- 
municate with the American Mining Con- 
gress, Munsey building, Washington, D. C. 


Goodwill of Accountancy Practices 


According to Accounting, Commerce and 
Insurance, a magazine published in New 
Zealand, the Commonwealth Institute of 
Accountants of New Zealand has been 
instrumental in establishing a basis for the 
sale of accountancy practices. The repre- 
sentatives of a deceased accountant, who 
prior to his death had been practising alone, 
were anxious to dispose of the goodwill of 
his practice. The council of the Victorian 
branch of the Commonwealth Institute 
appointed one of its members to deal with 
the matter, with the result that the prac- 
tice was substantially kept intact. The 
purchase price decided upon was equivalent 
to one year’s fees. 


C. P. A. Course at University 


The University of Southern California 
has instituted a ‘‘quiz course’’ to provide 
final preparation for C. P. A. examinations. 
Clyde Belford, professor of accounting at 
the university, will be the instructor. The 
course will include an intensive review of 
accounting principles, with typical prob- 
lems from recent examinations. 


The Accountants Club of America, Inc. 


The Accountants Club of America, Inc., 
whose formation was announced in the 
December Bulletin, reports that its mem- 
bership has already reached 350, and that 
its endeavors to be of service to its mem- 
bers are proving successful. 

A dinner for members only will be given 
in the Palm room of the Hotel Belmont, 
on January 19th, at which there will be 
an informal discussion of tax matters. 

Among the events which took place at 
the club during the past month were a 
luncheon given by Dr. Joseph J. Klein, 
president of the New York State Society 
of Certified Public Accountants, to a group 
of 28 accountants and credit men, and a 
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dinner, at which James Bennet was host, for 
20 representatives of business interests, 
followed by a meeting at which the standard- 
ization of invoices was discussed. 

One of the governors is in attendance at 
the club rooms each evening as a nucleus 
for a reception committee, and there has 
been noted an increased use of the facilities 
of the club quarters by members who are 
availing themselves of this opportunity to 
entertain in a social way those with whom 
they have business associations. Many 
non-resident accountants and business ex- 
ecutives are enrolling as members and find 
the club a convenient headquarters for 
receiving their mail and meeting their 
friends. 


Proposed Study of Depreciation and 
Maintenance 


The bureau of internal revenue has issued 
a pamphlet entitled ‘‘Outline for the study 
of depreciation and maintenance.’”’ The 
purpose of the authorization by the com- 
missioner of such a study is explained 
in the opening paragraphs of the pam- 
phlet as follows: 


“The commissioner of internal revenue has 
authorized the initiation of a study of depreciation 
and maintenance charges with a view to the adoption 
of a definite procedure in the future audit of tax re- 
turns, but with no intention of reopening deprecia- 
tion questions settled in any audits already com- 

leted. This study will be undertaken solely upon a 
lode of the voluntary coéperation of taxpayers with 
the bureau of internal revenue in reaching mutually 
beneficial conclusions. ‘ 

“The commissioner and the taxpayers or associa- 
tions of taxpayers in certain industries have agreed 
upon fixed rates of depreciation as reasonable for 
major items of plant and equipment used in those 
particular industries, and the preparation and audit 
of the returns of such taxpayers has been greatly 
simplified and expedited by these agreements. The 
object of the present study is to extend similar agree- 
ments to the taxpayers of other industries as rapidly 
and completely as possible. It is therefore proposed 
to make a statistical study of the related subjects of 
depreciation, maintenance, and obsolescence, indus- 
try by industry; to tabulate the results of such study; 
to formulate a tentative policy and determine tenta- 
tive rates for depreciation or for combined deprecia- 
tion and maintenance charges; to refer these tentative 
rates and policies to the taxpayers of each industry 
for comment, suggestions for improvement, and either 
approval or disapproval; and finally to adopt and 
publish such rates as the commissioner and the 
majority of the taxpayers of an industry have mutu- 
ally approved as reasonable. 

“ An average rate for depreciation, or for combined 
depreciation and maintenance charges, will be de- 
termined for each type of depreciable asset, and this 
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average rate the commissioner will accept as reason- 
able at any time and for any purpose. In addition, 
there will be determined customary maximum and 
minimum rates for depreciation, or for combined 
depreciation and maintenance charges, within which 
range of rates an individual taxpayer will be per- 
mitted to select for consistent application a rate of 
depreciation or a combined rate for depreciation and 
maintenance charges, upon a reasonable showing 
that deterioration of his particular physical assets 
proceeds more or less rapidly than is usual in his 
industry. The approval of depreciation or of com- 
bined depreciation and maintenance rates, above the 
maximum or below the minimum customary rates for 
the industry, will not be prohibited if an individual 
taxpayer is able to produce convincing evidence that 
such rates are justified by peculiar conditions. If 
this plan can be placed in operation it will enable 
any taxpayer using the average rate for depreciation 
or for combined depreciation and maintenance 
charges determined for his industry, to prepare a tax 
return involving depreciation with a considerable 
saving of time, and with the assurance that the 
amount of depreciation deducted will not be adjusted 
by the commissioner. The advantages to the bureau 
of internal revenue, in the quicker and cheaper 
audit of returns, are obvious. These expected 
benefits can be attained only with your coéperation, 
together with that of every other taxpayer in your 
industry. If an appreciable percentage of the tax- 
— in any particular industry fails to render 

earty and prompt assistance, it will be necessary for 
the commissioner to disregard that industry and 
continue this study with respect to some other indus- 
try which shows a more coéperative spirit. It is 
therefore trusted that you will extend every possible 
assistance and give free expression to your opinions, 
citing as many specific illustrations as possible in 
their support. 

“It should be emphatically stated at this place 
that the accompanying schedules are not for the 
purpose of substituting a new method of accounting, 
but as guides to the manner in which available rec- 
ords may be furnished in a systematic manner both 
with respect to itemized information and summaries 
of such itemized information in subtotals for de- 
— subdivisions and departments of the 

usiness, and in totals for the business as a whole. 
These schedules need be followed only in so far as is 
permitted by the records customarily maintained. 

he purpose of the study is to obtain available infor- 
mation and not to require an exhaustive and expen- 
sive restatement of old records nor the creation of 
records in cases where detailed depreciation and 
Maintenance accounts were not currently main- 
tained. Nothing more specific is requested than that 
the properties subject to depreciation be classified in 
each industry according to trade custom or the office 
practice of the individual taxpayer. The information 
with respect to individual assets is considered to be 
the more essential and the summary information 
with respect to various groupings of the assets to be 
less essential. If items can be naturally and con- 


veniently grouped by departmental subdivisions and 
departments of a business, it is desirable to make such 
classifications, but if the only natural and conven- 
ient grouping of items is for the business as a whole, 
the intermediate classifications should be omitted. 
Under any grouping the items of depreciable property 


should follow the terminology used in the book 
accounts, such as ‘real estate, plant, buildings,’ 
‘machinery and equipment,’ ‘furniture and fix- 
tures,’ etc. 

“The commissioner realizes that few taxpayers 
maintain records which will enable them to furnish 
all of the information outlined as desirable in the 
accompanying schedules, and it will be necessary to 
complete the schedules only in so far as the tax- 
payer’s records will permit. The remainder of the 
information will be secured by personal interviews 
with plant managers, engineers, and auditors at 
individual properties, with a view to securing and 
recording the results of their mature experience. 
It is believed that this combined expression of opin- 
ion from men who have made a study of depreciation 
in an industry over long periods of time will prove 
invaluable both to the taxpayer and to the com- 
missioner. 

“The scope of this study embraces physical assets 
alone; information neither being requested nor de- 
sired with respect to the depreciation of patent 
rights, goodwill, leases, or other tangible or intangi- 
ble assets not of a physical character.” 


This statement is followed by a digest 
of the 1926 revenue act and of Regulations 
69 with respect to depreciation, main- 
tenance and obsolescence. The principal 
problems of depreciation are stated and brief 
comment is made upon each of the elements 
to be given consideration in the proposed 
study. These elements are: depreciation 
and maintenance costs; obsolescence result- 
ing from causes other than wear and decay; 
repairs and replacements; combined de- 
preciation and maintenance costs. The 
remaining portion of the pamphlet is de- 
voted to reproductions of various schedules 
which may be used by taxpayers in filing 
the statistical information desired by those 
engaged in the proposed study. The 
schedules are accompanied by descriptions 
and suggestions for their use. 

The supply of copies of this pamphlet 
has been exhausted but word has been 
received from the commissioner that the 
bureau intends to continue its plans for the 
proposed study. 


U. S. Chamber to Study Obsolescence 


The department of manufacture of the 
chamber of commerce of the United States 
of America will undertake a special survey on 
the subject of obsolescence of plants, equip- 
ment and materials. The work is intended to 
supply a basis for determining the expense 
and increased overhead in industry due to 
the rapid changes made in plant equipment 
within the last few years. 
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BOARD OF EXAMINERS 


The Institute examiners have completed 
the marking of papers of candidates who 
sat for the Institute examination in co- 
operating states last November, and the 
state boards of accountancy were advised 
of the results under date of December 21st. 
Of a total of 472 papers marked, 103 passed, 
134 were conditioned and 235 failed. 
Twenty-eight states and one territory used 
the Institute examination questions in these 
examinations. 

Eighteen applicants for admission to the 
Institute took the written examinations. 
Of this number 3 passed, 2 were conditioned 
and 13 failed. 


The next examinations will be held in 
May, 1927. Applications for admission 
should be submitted to the board of ex- 
aminers at least sixty days prior to the date 
of examinations. 


ERRATUM 


In the Bulletin for December 15, 1926, 
there were given the names of states which 
used the examination questions prepared 
by the Institute in the November, 1926, 
examinations. The state of Massachusetts 
was erroneously included in this list. 
Massachusetts did not hold any examina- 
tion in November. 


COMMITTEE ACTIVITIES 


Special Committee for Placements 


The bureau for placements is now about 
one year old. Applications for positions 
have been received from 311 graduates of 
American colleges, most of them from men 
who were graduated in June, 1926. More 
than 200 of these applicants were rejected by 
the committee as unsuitable for the positions 
offered. A substantial number of those 
definitely approved have been employed by 
members of the Institute. It seems possi- 
ble that from 150 to 200 college graduates 
can be placed in public accountants’ offices 
by the bureau each year after its service is 
more fully developed and is better under- 
stood. 

The bureau has established relationships 
with the leading colleges and universities 
throughout the country. These institutions 
are very much interested in having the 
various professions and industries prepare 
statements covering the opportunities and 
requirements for success in various voca- 
tions in order that young men may select 
their life work intelligently. The special 
committee for placements is attempting 
to provide this information concerning 
accountancy. It has been found that some 
of the college officers have had a prejudice 
against advising their graduates to adopt 
public accounting as a career. This preju- 


dice has been created principally by one or 
more of the following causes: 


a. A misconception of the important service rendered 
to modern business by the public accountant. 

b. The unsatisfactory experiences of beginners due 
to temporary employment which, it should be 
noted, does not apply to men engaged through 
the bureau. 

c. The unfavorable reaction caused by the exagger- 
ated statements of the financial prospects of 
accountants contained in some literature on the 
subject. 

The bureau is attempting to overcome this 

prejudice by a fair statement of the reason- 

able prospects of a young man who is prop- 
erly educated, likes the work and is willing 
to undergo the necessary period of training. 

One of the factors which will always be of 
importance to a young man who is selecting 
his life work and who is considering public 
accounting will be the value to him of his 
training if he decides later on to engage in 
any other kind of administrative work. 

There is no doubt that public accountants 

must always expect to supply many of 

their most capable men for executive posi- 
tions in commercial, industrial and govern- 
ment organizations. In view of this con- 
dition, which seems inevitable, whether or 
not it is desirable from the public account- 
ant’s point of view, there seems to be no 
reason why this double opportunity should 
not be emphasized in attracting young men. 

In order that the information may be 

available when needed, the committee has 

prepared a questionnaire which is being 
distributed to members and associates of 
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the Institute with this Bulletin, to obtain a 
record of the former public accountants 
who now hold executive positions. It is 
hoped that all members will supply the 
desired information and return the form to 
the Institute as soon as possible. This con- 
fidential information is desired to enable 
the committee to make a comprehensive 
study of the subject. No publicity of any 
kind will be given to any names of indi- 
viduals. 

It is hoped that more members will use 
the facilities of the bureau this year than last. 
The leading firms are now almost unanimous 
in believing that men with a college educa- 
tion—other things being equal—become the 
most valuable assistants and are most likely 
to develop to more responsible positions. 
The bureau has made arrangements to elimi- 
nate unsatisfactory applicants by a question- 
naire and by a personal interview with a 
member of the Institute near the residence 
or school of the applicant. The service of 
the bureau should be just as useful to small 
firms and to firms in small cities as to the 
larger firms in the commercial centers. 
The small firm which desires to take on a 
new permanent assistant occasionally will 
receive the same attention as a large firm 
which needs a number of new recruits each 
year. Even those firms which have per- 
sonal contact with one or more schools 
should find it desirable to round out their 
staff by men from a number of different 
colleges rather than to concentrate on one 
or two colleges only. 

It was originally intended to ask a defi- 
nite fee from members requesting men, but, 
after due consideration, and in view of the 
missionary work which needs to be done, 
the committee has decided that the ex- 
penses for the first two years at least should 
be met by voluntary contributions. 

The budget for the first year was about 
$2,500 and this was fully covered by sub- 
scriptions for this specific purpose without 


using any of the general funds of the In- 
stitute. 

The budget for the second year will be 
about $4,000 and subscriptions in any 
amount will be gladly received at the 
present time. The committee is particularly 
anxious to receive support from many 
members who did not contribute last year 
as the activity of the bureau is a matter 
which vitally concerns the entire profession. 

In order that the committee can make 
definite plans for next year, members are 
requested to indicate the number of men 
they will need during the latter half of 1927 
on the questionnaire accompanying this 
Bulletin. The basis of employment is 
summarized below: 


1. Applicants are allocated to members 
requesting them geographically so 
far as possible, and in the same city 
by a method of rotation. 

. No applicant need be employed by a 
member unless the personal inter- 
view with the employer is satis- 
factory to him. 

. Employment is to be for a period of at 
least three years unless the appli- 
cant is found to be unsatisfactory 
for the work, i.e., he is not to be 
discharged for lack of business. 
On the other hand, the applicant 
agrees to stay three years. 

4. The minimum salary the first year is 
to be $125 a month with stated 
annual minimum increases as ar- 
ranged in advance between appli- 
cant and employer. There is no 
objection to paying a man a higher 
salary than the minimum. 

Men can commence work at any time 

designated. While many gradu- 
ates find it necessary to seek em- 
ployment as soon after July ist as 
possible, others are willing and able 
to take a vacation for a few months 
after graduation. 


wW 


tn 


Roy A. Guyton announces the opening 
of an office under the firm name of Roy A. 
Guyton & Co. at 1001 Commerce building, 
Kansas City, Missouri. 


Thomson, Cooper & Thomson announce 
the removal of their offices to suite 1428, 
Charles C. Chapman building, 756 South 
Broadway, Los Angeles. 


Maine Society of Certified Public 
Accountants 


The second annual meeting of the Maine 
Society of Certified Public Accountants 
took place in Portland, December 9th. 
The election of officers resulted as follows: 
president, George M. Graffam; vice-presi- 
dent, Curtis J. Birkenmeyer, and treasurer, 
Fred S. Atwood. 


Maryland Association of Certified 
Public Accountants 


It is becoming a custom for the certified 
public accountants and the public account- 
ants of Maryland to hold a meeting jointly 
each year, and the observance of the custom 
this year occurred December 14th, at the 
Southern hotel, Baltimore. The meeting 
was arranged by the Maryland Association 
of Certified Public Accountants through 
a committee consisting of Raymond E. 
North, chairman, Elmer L. Hatter and 
Edmund R. Stewart. 

Charles C. Croggon, president of the 
Maryland Association, acted as_ toast- 
master at the dinner. Durand W. Springer 
spoke on “‘ Public accountancy,” basing his 
remarks on the four-fold responsibility of 
the accountant: to the public, to his client, 
to his profession and to his competitor. 
F. L. Sweetser, speaking on ‘“‘What the 
executive expects his cost system to do,” 
pointed out that a cost system should be 
developed along departmental lines, that is, 
it should follow the organization of the com- 
pany. According to Mr. Sweetser, such 
a system should give information which is 
comparative and should arouse enthusiasm 
among executives as well as among foremen 
and others, and the cost accountants should 
amplify their figures with explanations, 
comments and_ suggestions. The next 
address was given by Charles R. Arundell, 
whose subject was ‘‘The work of the board 
of tax appeals.’”’ Mr. Arundell spoke of 
the change effected by the 1924 tax law, 
whereby a taxpayer might litigate his ques- 
tion before paying the tax, contrary to the 
procedure necessary prior to the 1924 act. 
He referred to one case in which over 
$150,000,000 was involved and which the 
courts could not settle before the taxpayer 
paid the deficiency. According to the 
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NEWS OF LOCAL SOCIETIES 


speaker this policy often caused financial 
embarrassment among smaller companies 
whose cash reserves were not sufficient to 
pay the deficiency as required. In the 
course of his address Mr. Arundell said that 
about 20,000 cases had been brought before 
the board of tax appeals, and that the 
average amount involved was approximate- 
ly $15,000. 


Massachusetts Society of Certified 
Public Accountants 


A meeting of the Massachusetts Society 
of Certified Public Accountants was held 
at the chamber of commerce building, 
Boston, December 27th. Philip Nichols, a 
member of the Massachusetts bar, was the 
speaker of the evening and his subject was 
“The taxing of real and personal property 
by cities and towns in Massachusetts.”’ 
Mr. Nichols said that the direct property 
tax does not receive the attention which it 
deserves in comparison with other methods 
of raising revenue, although it is responsible 
for by far the larger part of the total amount 
levied in the state. Since most large in- 
dustrial corporations, he said, are now using 
the services of accountants to guide them in 
their relations with those who administer 
the fiscal affairs of government, accountants 
should be familiar with so important a 
branch of public finance as the direct prop- 
erty tax. The speaker proceeded to dis- 
cuss this type of’ tax in detail, including a 
description of methods of valuation for tax 
purposes of land, buildings and machinery, 
and also touched on the problems involved 
in valuing property used for purposes in 
which the hope of profit is absent or merely 
incidental. In concluding his remarks Mr. 
Nichols spoke of the remedy available to 
owners who have been over-assessed. 

The Massachusetts society is one of many 
organizations in the state which are sup- 
porting a programme for adjusting and 
equalizing the laws governing the valua- 
tion, assessing and taxation of property in 
the cities and towns. The plan has been 
projected by the taxpayers’ conference com- 
mittee of the state chamber of commerce, 
of which Mr. Nichols is chairman. He is 
also a member of a committee of the Mas- 
sachusetts Bar Association which is codper- 
ating with a similar committee of the 
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Massachusetts Society of Certified Public 
Accountants in an effort to amend the cor- 
poration excise-tax law of the state. 


Minnesota Society of Public 
Accountants 


At a meeting on November 19th at 
Minneapolis the Minnesota Society of 
Public Accountants, which had been inac- 
tive for some time, was reorganized, with 
the following officers: president, Charles H. 
Preston; vice-president, J. K. Raglan; 
secretary, Thomas J. Shannon, and treas- 
urer, Joseph Griffith. The officers, with 
Oscar C. Strand, constitute the board of 
directors. 

It is planned to effect some changes in the 
constitution and by-laws of the society in 
order that the organization may be more 
closely knit, and that the membership re- 
quirements may be made more rigid. 


Missouri Society of Certified Public 
Accountants 


ST. LOUIS CHAPTER 


The November meeting of the St. Louis 
chapter of the Missouri Society of Certified 
Public Accountants was held jointly with 
the St. Louis chapter of the Robert Morris 
Associates, November 23rd. 

The meeting was called for the purpose of 
discussing certified public accountants’ 
certificates. The discussion which took 
place indicated that the bankers were not 
clear as to the scope of the accountants’ 
services covered in the introductory para- 
graph of certificates embodying such phrases 
as ‘‘we have examined,” ‘‘ we have audited”’ 
or “‘we have verified.” 

Three of the illustrative certificates pre- 
sented at the meeting, classified by a 
majority of the accountants present as 
unqualified certificates, used different 
phraseology in certifying to the accompany- 
ing statements. The majority of the 
members of the Robert Morris Associates 
who were present believed that each of the 
three certificates under discussion repre- 
sented a different class of service. The dis- 
cussion disclosed that the phraseology used 
in an accountant’s certificate often does not 
clearly indicate to the banker the scope of 
the accountant’s work. 

Several of the bankers present said that, 
in their opinion, the first step in codperation 
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between bankers and accountants was ac- 
complished by the issuance of the federal 
reserve bulletin in April, 1917, but that 
further coéperation could be accomplished 
by some uniform classification of account- 
ants’ services. They said further that the 
banker could then determine the scope of 
the accountant’s work by referring to the 
uniform cassification, and expressed the 
hope that such classification would result 
in more uniform phraseology in account- 
ants’ certificates. 


New York State Society of Certified 
Public Accountants 


The New York State Society of Certified 
Public Accountants held a meeting on 
January 10th. The discussion was on the 
subject of problems invo!ved in the manage- 
ment of the accountant’s office and the 
programme was arranged by W. H. Bell. 


Society of Certified Public Accountants 
of the State of New Jersey 


A meeting of the Society of Certified 
Public Accountants of the State of New 
Jersey was held at the Downtown club, 
Newark, December 14th. Moses H. Gross- 
man, honorary president of the American 
Arbitration Association, spoke on the sub- 
ject of commercial arbitration and showed 
how under the existing laws of New Jersey 
disputes may be settled by arbitration more 
speedily and economically than by litiga- 
tion. Judge Grossman told how this man- 
ner of settlement may be effected and rec- 
ommended that public accountants urge 
their clients to avail themselves of arbitra- 
tion whenever possible. 

Edmund W. Wollmuth, executive. secre- 
tary of the chamber of commerce, spoke 
of the work of the arbitration committee of 
the chamber, and mentioned several cases 
which have already been successfully con- 
cluded through its arbitral machinery. 

Others who spoke were Charles M. 
Myers, assistant corporation counsel of 
Newark; J. Pryse Goodwin, chairman of the 
accountants’ committee of the American 
Arbitration Association; Homer A. Dunn, 
a member of the committee; and Joseph J. 
Klein, president of the New York State 
Society of Certified Public Accountants. 
James F. Hughes, president of the New 
Jersey Society, acted as toastmaster. 


As a result of the discussion of arbitration 
the New Jersey society unanimously in- 
dorsed the principle of settling disputes in 
this manner, and voted to affiliate with the 
American Arbitration Association to assist 
in the advancement of arbitration. The 
committee appointed to take up the work 
for the society is composed of Theodore 


Krohn, Melville Coursen, Paul K. Owen, 


William C. Heaton, Richard Browne and 
Julius E. Flink. 


Ohio Society of Certified Public 
Accountants 


The president of the Ohio Society of Cer- 
tified Public Accountants has appointed the 
following committees for the current year: 


Membership: H. W. Cuthbertson, L. T. 
Konapak and H. C. Slagle. 

Finance: W. E. Langdon, R. M. Fisher 
and R. A. Hurst. 

Auditing: H. B. Terry, F. W. Fuller and 
R. H. B. Adams. 

Meetings: at Columbus, W. E. Langdon, 
H. C. Miller and G. W. Eckelberry; at 
Dayton, G. S. Battelle, Hugh E. Wall and 
R. H. Gravett. 

Press and publicity: R. F. Mateer, J. H. 
Sibbison, H. W. Weiss, H. L. Dalton and 
J. H. Baldwin. 

Accountancy education: A. L. Peters, B.G. 
Graham and R. T. Bell. 

Law enforcement: M. J. Arft, R. Smet- 
hurst, Jr., and Phillip G. Ward. 

Legislation: W. A. Coy, E. A. Roden and 
G. W. Eckelberry. 


The committee of the Ohio State Bar 
Association which has undertaken the re- 
vision of the state corporation laws of Ohio, 
expressed a desire to make the law as nearly 
perfect from an accounting viewpoint as 
possible. The president of the Ohio 
Society of Certified Public Accountants 
appointed a committee to codperate with 
the members of the Bar Association en- 
gaged in this work. The following ac- 
countants constitute this committee: R. A. 
Hurst, G. W. Eckelberry and H. C. Slagle. 
The committee held a meeting December 
21st to review the final draft of the pro- 
posed new corporation laws, and plans were 
made at that time for a conference with a 
representative of the committee of the Bar 
Association. 
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Pennsylvania Institute of Certified 
Public Accountants 


Members of the Pennsylvania Institute of 
Certified Public Accountants met at the 
Union League, Philadelphia, December 21st. 
John H. Fertig, assistant director of the 
legislative reference bureau at Harrisburg, 
spoke on the necessity of revising the 
Pennsylvania tax laws and the method of 
administering them, if the increasing costs 
of state government are to be met. Mr. 
Fertig predicted that the state budget would 
be doubled in the next ten years. He said 
that the present administrative machinery 
for assessment and collection of local taxes 
in Pennsylvania is not satisfactory and that 
extravagance is evident in the costs of 
collecting such taxes. The system of tax- 
ing intangible personal property or secu- 
rities is unjust, according to the speaker, 
since they are now taxed on the basis of 
value instead of on their income-earning or 
tax-paying ability. 

Members of the Pennsylvania state board 
for the examination of public accountants 
were guests of honor at the meeting. 


PITTSBURGH CHAPTER 


The Pittsburgh chapter of the Pennsyl- 
vania Institute of Certified Public Account- 
ants held a meeting at the Hotel Henry, 
December 16th. Preparation of certified 
reports for banks and financial institutions 
was the subject of the discussion, which was 
led by Richard H. Mohler. Frank A. 
Willison, chairman of the chapter, reported 
that progress had been made in the efforts 
of the local accountants to obtain the co- 
operation of bankers in requiring certified 
statements of persons who seek credit. 
Other speakers at the meeting were Frank 
Wilbur Main, Adrian F. Sanderbeck, Harry 
B. Scott, W. W. Colledge, and M. D. 
Bachrach. 

A meeting of the Pittsburgh chapter was 
also held January Sth. The speakers at 
this meeting were Maurice R. Scharff and 
M. D. Bachrach. 

Pittsburgh accountants who had _ re- 
cently been notified of their success in the 
November C. P. A. examinations were 
guests at the meeting, which was held 
largely in their honor, although a regular 
quarterly meeting of the chapter. 

A committee of certified public account- 
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ants of Philadelphia, consisting of George 
Wilkinson, Joseph M. Pugh and John R. 
Lynn attended the meeting. 


Rhode Island Society of Certified Public 
Accountants 


A regular meeting of the Rhode Island 
Society of Certified Public Accountants was 
held at Providence, December 27, 1926. 
The society adopted completely rewritten 
and amended constitution and _ by-laws, 
which for the first time in the history of the 
society include rules of professional conduct. 

At this meeting, subsequent to a discus- 
sion of the subject of arbitration, the follow- 
ing resolution was adopted: 


“RESOLVED, That the Rhode Island Society of 
Certified Public Accountants, having been advised of 
the purposes and proposed activities of the American 
Arbitration Association looking toward the exten- 
sion of the principles and practice of arbitration in 
the United States and in foreign countries through 
the codperation of trade associations by furnishing 
information and facilities for arbitration, endorses 
the principle of arbitration and associates itself with 
the American Arbitration Association in the execu- 
tion of these purposes and plans.” 


The president appointed a special com- 
mittee on banking, consisting of three 
members, for the purpose of codperating 
with a similar committee of the state 
bankers’ association with the purpose of 
establishing close relations between the 
society members and bankers. 


Texas Society of Certified Public 
Accountants 


The annual meeting of the Texas Society 
of Certified Public Accountants was held at 
Houston, December 17, 1926. The follow- 
ing officers were elected: president, A. C. 
Upleger; vice-president, A. V. Seay, and 
secretary-treasurer, J. J. Gannon. The 
officers of the society, with George Armi- 
stead and L. B. Garvis, constitute the board 
of directors. 

During the meeting the following ad- 
dresses were delivered: ‘Arbitration,’ by 
Professor C. F. Lay, of the University of 
Texas; ‘‘Relations between the certified pub- 
lic accountant and the banker,’’ by T. J. 
Caldwell; ““C. P. A. legislation,”’ by Archie 
M. Smith, and ‘Relations between the 
certified public accountant and the bureau 
of internal revenue,’’ by W. L. McBride. 

The Society had been invited to send a 
representative to a meeting at Dallas, De- 
cember 3rd, of the faculty members of the 
schools of commerce of various Texas uni- 
versities and colleges. H. B. Robertson 
was choosen to represent the society at that 
occasion, and he delivered an address en- 
titled ‘‘public accountants.” 


Wisconsin Society of Certified Public 
Accountants 


The regular quarterly meeting of the 
Wisconsin Society of Certified Public Ac- 
countants was held at the Milwaukee 
Athletic club, December 21, 1926. Officers 
of the state board of accountancy presented 
certificates to candidates who were success- 
ful in the recent C. P. A. examinations. 


REVIEWS 


WILLIAM DOLGE—"STOP, LOOK, LISTEN!” 
OR ‘“WOLF—WOLF—WOLF!” 


An article published in The Magazine of 
Western Finance, November, 1926. 


William Z. Ripley’s paper, published in the 
Atlantic Monthly, September, 1926, is the subject of 
Mr. Dolge’s discussion in this article. The writer 
terms Professor Ripley’s discussion one of the most 
interesting contributions to the subject of financial 
omg d for corporations of recent years. However, 

r. Dolge compares Professor Ripley’s remarks with 
Aesop’s fable of the shepherd who habitually 
frightened the villagers with the cry of ‘“‘ Wolf!” so 
that when a wolf actually did appear the people 
paid no attention to his warning. The average 


man, says the writer, reads an article of this kind 
hastily and it is easy for him to deduce exaggerated, 
incorrect and dangerous conclusions. The writer 
says that he agrees with Professor Ripley that stock- 
holders are entitled to adequate information, as is the 
state, and he says that statutes provide that it may 
be obtained. He says, however, that the general 
public has no interest in a man’s lumber business, for 
example, that is not fully protected by the state. 
Neither has the general public any right to exhaus- 
tive information regarding a business. The writer 
takes issue with Professor Ripley’s statement that 
incorporation is a privilege and says that he is in- 
clined to consider it a right obtained after a long 
struggle. In most states anyone may organize a 
corporation for legal purposes. A corporation is 
merely a convenient way of doing business beneficial 
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to the owner of the business, to the state and to the 
general public. The writer has no sympathy with 
any inference that the right of incorporation should 
be a matter of subservient petition. 


The writer heartily commends the definitions of 
financial statements given by Professor Ripley in 
section III of his article. The balance-sheet is 
described as disclosing the condition of a company 
statically, as at a given moment, as an instantaneous 
photograph giving a cross-section. The income ac- 
count is said to revea] dynamically the course of af- 
fairs in perspective—viewed lengthwise throughout 
a period of time. Professor Ripley adds that of the 
two statements the income account is probably more 
significant, yet of the two it is the one that is most 
apt to be suppressed. Mr. Dolge says that there isa 
doubt of the fairness of the word ‘‘suppressed,’’ 
which infers a deliberate attitude. The writer feels 
that ‘‘omitted’’ would have been a more equitable 
term. He praises Professor Ripley’s clear distinc- 
tion between capital and income, and between prop- 
erty being used and property being used up. 


Professor Ripley’s enthusiastic praise of large 
charge off for depreciation is criticized by the writer. 
Excessive charging off, he says, is quite as dangerous 
and fully as misleading as not writing off at all. 


The recommendations for publicity in Professor 
Ripley's discussion may entail some difficulty, ac- 
cording to the writer, as to just where the line shall 
be drawn. Mr. Dolge says that publicity may reach 
a point where it will be disadvantageous to the busi- 
ness because competitors may take advantage of the 
information published and he cites the temporary 
publicity of income-tax information as an ex- 
ample. 


Professor Ripley makes too broad a statement, 
according to the writer, when he says, ‘‘ Whether or 
not, for example, a given item should be charged to 
capital or to income account is a matter of dictation 
by the management in private corporations in the 


United States.” The writer says that this is not 
the case with reputable accounting firms. No 
certified public accountant who values his reputation 
will permit a management to dictate whether a given 
item shall be charged to capital or income account. 
He also takes exception to the statement that all 
appraisals are open to question and criticizes such 
remarks as too sweeping. The writer says that the 
accordance of power to the federal trade commission 
to enforce publicity of financial statements would 
create a new bureaucracy in Washington to bring 
about a standardization of accounts that would have 
a paralyzing effect upon all business ventures. 


Perhaps it has not occurred to Professor Ripley, 
says Mr. Dolge, to inquire into the reason for the lack 
of the publicity which he insists is desirable. The 
writer says that a very possible reason for inadequate 
statements is the inability of corporations to prepare 
them. It has been admitted that there has been a 
consistent improvement in the nature of corporate 
statements and it is strange, says the writer, that 
Mr. Ripley does not recognize the coincident growth 
of the accounting profession in this country. He 
fails to acknowledge that most of those statements 
which receive his approval have been prepared by 
or under the direction of certified public accountants. 


Mr. Dolge says that the American Institute of 
Accountants has consistently worked for the at- 
tainment of the desired objective, but not with the 
cry of “Wolf! Wolf! Wolf!’ He suggests that 
it might be left to the accountancy profession and the 
advertising profession to give to the stockholders the 
adequate information to which they are entitled. 
He says that it would hasten the availability of such 
information to the general public if statutes provided 
forthe employment of an auditor elected by the stock- 
holders at their annual meeting, who would audit 
the accounts and present a report with balance- 
sheet and income account at the subsequent annual 
meeting. 


OBITUARY 


Edmund M. Meyer 


Edmund M. Meyer, a member of the 
American Institute of Accountants and a 
certified public accountant of Washington, 
died last month at Spokane, Washington. 
He had been a member of the Institute 
since 1923, and had been in practice on his 
own account since 1924. 


Clinton H. Scovell 


Clinton H. Scovell, member of the 
American Institute of Accountants and a 


certified public accountant of New York 
and Massachusetts, died December 31st 
at Newton, Massachusetts. Mr. Scovell 
had been a member of the Institute since 
1916, and of its predecessor, the American 
Association of Public Accountants. 

At the time of his death he was a member 
of the firm of Scovell, Wellington & Co., 
Boston. He was a graduate of Harvard 
University and served as president of the 
National Association of Cost Accountants 
during the year 1925-26. 
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HERE AND THERE 


W. J. Forster & Co. announce the ad- 
mission to the firm of Harold E. Chadburn. 


James D. Glunts & Co. announce the 
removal of their offices to the Bankers 
building, 73 Water street, Boston. 


Herbert S. Greenwood announces that 
the practice conducted by him and his son, 
Herbert P. Greenwood, under the name of 
Herbert S. Greenwood will be hereafter 
conducted under the firm name of Green- 
wood & Greenwood, with new offices in the 
Evening Post building, 75 West street, 
New York. 


Horace P. Griffith & Co. have announced 
the entrance into the firm of Robert H. 
Rissinger and the withdrawal of Willard 
R. Ginder as of January 1,1927. The firm 
also announces the amalgamation of the 
practice of Monro S. Coulter and the 
association of Mr. Coulter as_ resident 
manager of its Camden office. 


Arthur H. Harris, formerly engaged in 
the practice of accounting at 17 East 42nd 
street, New York, has been admitted as a 
member of the firm of Jacobson & Green- 
feld, 51 Chambers street, New York. 


H. E. Howard of Calgary, Alberta, 
Canada, has opened offices for the practice 
of public accounting at 516 Grain Exchange 
building, Calgary. 


Morin, Cherrington & Associates an- 
nounce the opening of offices at 185 Devon- 
shire street, Boston, where they will 
continue the practices of George A. Morin, 
Frederick B. Cherrington & Associates and 
H. Clinton Kline. 


Edward P. Moxey & Co., Real Estate 
Trust building, Philadelphia, announce 
that Joseph S. Schmidt has been admitted 
as a partner in the firm. 


Two firms have been formed to succeed 
Smart, Gore & Co., who discontinued 
active business on December 31, 1926. 

One firm will be known as Allen R. 
Smart & Co., and its members will be Allen 
R. Smart, George K. Hyslop, Jackson W. 
Smart, Robert F. Smart and Joseph F. 
McCarthy, with offices at Chicago, New 
York, Los Angeles and Dayton, and with a 
correspondent at London. 

The other firm will be known as Edward 
Gore & Co., and its members will be Ed- 
ward E. Gore, William B. Boulter and 
Edward B. Wilcox, with an office at Chicago 
and correspondents in the principal Ameri- 
can cities and in London and Havana. 

Both firms will have offices in the Harris 
Trust building at 111 West Monroe street, 
Chicago. 


The following paragraphs report public- 
service activities of members and associates 
of the Institute: 


R. G. Abbey addressed the Salt Lake 
City Executives Association, October 18th, 


on the services rendered by the certified 
public accountant. 


Grant L. Bell, Scranton, Pennsylvania, 
has been appointed chairman of the tax- 
ation committee of the Scranton Chamber 
of Commerce. 


Lester M. Buckley, Lincoln, has been 
appointed by Governor McMullen as 
member of the board of examiners for 
certified public accountants in Nebraska. 


Clifford S. Brison recently delivered an 
address entitled “‘Audit working papers” 
before the Chartered Accountants’ Stu- 
dents’ Society, Bristol, England. At an- 
another meeting of the Society Mr. Brison 
spoke on “Investigations.” 


“The proper treatment of distr bution 
costs’’ was the subject of addresses by 
W. B. Castenholz of Chicago before the 
Milwaukee chapter of the National Associ- 
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ation of Cost Accountants, on December 
21st, and the convention of the American 
Association of University Instructors in 
Accounting, St. Louis, December 29th. 


Douglas Dewar, New York, has been 
reappointed a member of the public finance 
committee of the Brooklyn chamber of 
commerce for the fiscal year ending May 31, 
1927. 


James L. Fields, Alameda, California, 
wrote “Sketches of past history of the build- 
ing and loan associations of California’’ as 
a report of the building and loan commis- 
sioner. 


J. Pryse Goodwin, New York, spoke on 
“Arbitration, a function of the public 
accountant’’ before a meeting of the 
Connecticut Society of Certified Public 
Accountants, New Haven, December 9th, 
and before the Society of Certified Public 
Accountants of the State of New Jersey, at 
Newark, December 14th. Mr. Goodwin 
addressed the Rotary club and chamber of 
commerce of Springfield, Massachusetts, 
December 17th, on commercial arbitration. 


John T. Madden, New York, spoke beforea 
meeting of the Alexander Hamilton Institute 
at the Hotel Brevoort, New York, December 
30th, on business education. ‘Education 
and industry’’ was the subject of Mr. 
Madden’s address before the National 
Association of Brass Manufacturers at the 
Hotel Biltmore, New York, on December 
17th. At a meeting of the District of 
Columbia Institute of Certified Public 
Accountants, December 6th, he spoke on 
“Education for certified public account- 
ants.” 


Collins Service for November contains 
an article entitled ‘‘Preferred loans’’ by 
Walter L. Morgan, Philadelphia. 


Melbourne S. Moyer, New York, deliv- 
ered an address before the Society of Certi- 
fied Public Accountants of the State of New 
Jersey at Newark, October 20th, entitled 
“Financing industrial enterprises.” 


W. A. Musgrave, Hartford, conducted 
an examination of the accounts of the 
Norwich chamber of commerce. 


The Commercial West for November 
contained a short article by Samuel New- 
berger, New York, entitled ‘‘Credit men 
will not be needed—when?”’ Mr. New- 
berger addressed a meeting of the Brooklyn 
Power Laundry club December 16th, on 
“The benefits of organization.’’ ‘‘How to 
increase profits in the laundry business by 
reducing costs,” by Mr. Newberger, ap- 
peared January 1st in Laundry Age and the 
National Laundry Journal, and January 
15th in the Starchroom Laundry Journal. 


The Miamian for November, 1926, 
contained an article by L. A. Oates en- 
titled ‘“‘Accounting for Miami’s catas- 
trophe.” 


George S. Olive, Indianapolis, was elected 
captain of civic workers in the ‘Indian- 
apolis first’? movement and has been nomi- 
nated for the position of director of the In- 
dianapolis chamber of commerce. 


George Rea, New York, delivered an 
address entitled ‘‘Cost accounting in in- 
dustries in which by-products are an 
important factor”’ before the Albany chap- 
ter of the National Association of Cost 
Accountants, November 17th. 


George A. Treadwell, New Orleans, de- 
livered an address before a meeting of the 
Robert Morris Associates in New Orleans, 
October 30th., Mr. Treadwell has been 
appointed a member of the committee of 
the New Orleans convention and publicity 
bureau to make a survey and prepare a 
contribution budget. 


A. J. Watson, San Francisco, has been 
elected vice-president of the San Fran- 
cisco chapter of the California State 
Society of Certified Public Accountants. 


O. V. Whallin, Philadelphia, occupied the 
position of team captain in a drive for the 
Welfare Federation of Philadelphia, which 
is a combined campaign for all charitable 
institutions in the city. 


At a- meeting of the Kiwanis club, 
Brockton, Massachusetts, December 14th, 
Raymond D. Willard of Boston spoke on 
“Standard costs.” 
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